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CPA COACHING
In addition to its complete Diploma Course, IAS offers an intensive
CPA Coaching Course which has produced outstanding results. It
is available only to competent accountants qualified through training
and experience to prepare for the CPA examination. No attempt is
made to teach general accounting; the entire course is pointed di
rectly at the CPA examination.
The need for special coaching has been well established by
innumerable experienced accountants who have floundered
in the examination room. They knew how to make audits
but they didn’t know how to analyze problems for the pur
pose of deciding quickly the exact requirements, how to solve
problems quickly, how to construct definitions acceptable to the
examiners, or how to decide quickly on proper terminology.
The IAS-CPA Coaching Course has been designed for busy account
ants whose time for preparation is limited by the demands of daily
work. The home-study method of tutoring is ideally suited to CPA
examination preparation. Maximum use can be made of every
available hour.

The text material consists of 20 substantial loose-leaf assignments
totaling more than 800 pages. It includes hundreds of CPA examina
tion problems and questions, with solutions supplemented by elab
orate explanations and comments, working sheets, side calculations,
and discussions of authoritative opinions.

Written examinations at the end of each assignment require solutions
to problems of CPA examination calibre. These are sent to the
school where the grading, including personal comments and sug
gestions, is done by CPA members of the IAS Faculty. Supple
mentary review material is furnished to those who want to "brush
up” on specific accounting subjects.

Those interested in preparing adequately for the November,
1953, examination should arrange for needed coaching
promptly. The IAS booklet, "How to Prepare for the
C. P. A. Examination,” is available upon request. Address
your card or letter to:

INTERNATIONAL ACCOUNTANTS SOCIETY, INC.
A Corresponsence School Since 1903
209 WEST JACKSON BOULEVARD • CHICAGO 6, ILLINOIS
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EDITORIAL
Honorable Mention was awarded Edith
Rennisen, Cleveland Chapter, for her essay
on “Why Small Business Concerns Need
Cost Records.”
The Sunday luncheon honoring our
Hoosier Poet, James Whitcomb Riley, closed
the conference.

EASTERN REGIONAL CONFERENCE
The Eastern Regional Conference, cele
brating the 15th anniversary of ASWA,
opened at the Indianapolis Athletic Club
Friday evening April 17, 1953. 167 mem
bers, representing 20 chapters attended.
Workshop sessions were held Saturday
morning, followed by a general business
meeting at which Marguerite Gibb, Na
tional President of ASWA, presided. Each
Workshop Chairman gave a 5-minute report
of her session. A Code of Ethics, and the
division of our national organization into
regions were subjects discussed.
After an afternoon of sightseeing, shop
ping and visiting, members and their
friends met again at a 6:30 reception. Din
ner followed at 7:30. Mrs. Mildred Loring
Fitch, Associate Professor of Political Sci
ence at Purdue University, who had spent
the past summer in Germany, spoke on
“Germany: Where East Meets West.”
Immediately following the banquet the
Indianapolis chapter entertained with a
“Hoosier Frolic,” the opening of TV sta
tion C.O.B.I. Later open house was held by
several visiting chapters.
Sunday’s activities began with a Presi
dents’ breakfast. At the general meeting
which followed Grace Hinds, of Cincinnati,
made the presentation of the Essay Con
test Awards. The first prize went to Wilma
Loichinger, Cincinnati Chapter, for her ar
ticle on “Institutional Accounting.” The
second prize was declared a tie. Ida S. Broo.
founder and sponsor of this contest, there
fore donated another prize. The two second
prizes were awarded to Corinne Pool, Hol
land Chapter, for her article on “Con
sumer Credit”; and to Frederica Bullard,
Chicago Chapter, for her article on “Sav
ings & Loan Associations.” Dorothy Rothfuss and Helen Gleason, Grand Rapids
Chapter, received third prize for their ar
ticle entitled “Other Responsibilities of An
Accountant.” By Hannah Thompson

AWSCPA NOMINATIONS
In accordance with Section 1 Article V
of the AWSCPA by-laws the following slate
of officers and directors for the year 19531954 has been submitted to the editor for
publication:
President: Rosemary Hoban, Detroit,
Michigan
First Vice Pres.: Elinor J. Hill, Cedar
Grove, New Jersey
Second Vice Pres.: Corinne Childs, Tulsa,
Oklahoma
Secretary: Elizabeth Sterling, Atlanta,
Georgia
Treasurer: Elizabeth Smelker, San Fran
cisco, California
Directors: Mary Noel Barron, Carbondale,
Illinois; Lee Ella Costello, Houston,
Texas; Loraine T. Ealand, Los Angeles,
California; Mary McCann, Kansas City,
Missouri; Helen F. McGillicuddy, Chi
cago, Illinois. (Ex-Officio).
• The Woman CPA is published bi-monthly
in the interest of accounting, and the progress
of women in the profession.
While all material presented is from sources
believed to be reliably correct, responsibility
can not be assumed for opinions or for inter
pretations of law expressed by contributors.
Published by
of

American Woman’s Society
Certified Public Accountants

and
American Society

of

Women Accountants

342 Madison Ave., New York 17, N. Y.
Subscription Price—$1.00 Annually

Copyright, 1953, by American Woman’s Society of Certified Public Accountants.
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ACCOUNTING FOR INSURANCE COVERAGE
By NELLIE E. CLARK, CPA
Nellie E. Clark, a certified public accountant of the State of Massachusetts,
has had varied experience in both public and industrial accounting in Massachu
setts and in New York. For the past eight years she has been employed as insur
ance and payroll accountant with The Prosperity Company, Inc. of Syracuse,
N. Y., and is a member of The Prosperity Employees Future Security Plan Board.
She is a graduate of Becker College, Worcester, Mass., and an accounting
graduate of LaSalle Extension University, Chicago, III. A charter member of the
Syracuse Chapter of the American Society of Women Accountants, she has held
the offices of vice president and director of that Chapter.

Description
Term
Date of Policy
Expiration Date
Amount of Coverage
Rate
Premium
Remarks
Unexpired Insurance at end of period.
A columnar sheet may be used for this
purpose. A companion sheet is used show
ing the monthly charge to expense (deter
mined by dividing the premium paid by the
number of months the insurance is in
force), so that the insurance cost is spread
evenly over the year. From this sheet a
monthly charge in total can be entered on
the general books, so that no one month is
charged with too large a proportion of the
insurance.
The routine of accounting for insurance
is the same as that of any other invoice
record. All rates should be checked with
the policies to see that the billing is cor
rect, and extensions proved. A memoran
dum record is kept of all the changes or
dered on policies for follow-up for riders
to be attached to policies and for additional
premiums or credits. All audits should be
checked with the accounting record before
being approved for payment. Policies should
be kept in a Policy File, arranged in such
order as to be readily found. One method
is to file them by types of insurance. Other
methods may be used to suit the particular
business.
The accounting problem does not end,

Very little has been written about this
phase of accounting. Perhaps because, from
an accounting standpoint, the records can
be checked by audit of invoices with little
effort.
In a small business, insurance is usually
carried on a one-year basis, except for in
surance on buildings which is usually on a
three-year basis. Fire, Compensation and
Liability, and, in some states Disability
Insurance, are the principal coverages. Each
year, therefore, has one year’s premium
charged to expense, and the Compensation
insurance by yearly audit is also charged
within the year. When the period is longer,
the unexpired portion can be figured from
the invoices at the end of the year.
As a business grows, there are generally
additional types of insurance added, which
require more detailed records. The more
common types are Use & Occupancy or
Business Interruption, Plate Glass, Boiler
& Machinery, Bonds, Inventory coverage,
and if Automobiles are owned, Automobile
Fire, Theft and Collision, Public Liability
and Property damage. All these require
more careful consideration from the ac
counting standpoint. In large concerns most
coverages are carried on a three or five
year basis, which necessarily would throw
expenses out of line if all expense were
charged in the period paid.
The accepted method is to set up a sched
uled showing the following information:
Policy Number
Name of Insurance Company
Name of Agent

Entered as second-class matter December 19, 1945, at the Post Office at New York, N. Y., under the Act of March 3, 1879.
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however, with the mere keeping of records. ferent classifications of labor for each type
Schedules must be prepared from time to of business. The accountant must deter
time for various types of coverage. For in mine by conference with the insurance
stance, schedules of building values plus agent or by terms of the policy the class to
improvements should be kept so that ade which each employee belongs in order to
quate fire coverage is assured. Inventories set up the proper charge for the cost of the
and Machinery and Equipment fluctuate insurance. A monthly schedule is prepared
with purchases which increase inventory or showing the payroll by classifications for
add to Machinery and Equipment values. compensation purposes and figured at the
These can be kept monthly or quarterly un rates for each class.
Schedules of Automobiles owned are pre
less some extensive addition is made so
that they are available for management pared at the anniversary of the policy show
periodically for review of insurance cov ing the make, type, date purchased, cost
and other information. This schedule should
erage.
be
kept current by adding new purchases,
Insurance to cover inventories in various
locations away from main plant or ware and cancelling automobiles sold or traded
house is written on a General Cover policy, in, showing the dates of purchase or can
which is a reporting form. Schedules must cellation.
be made monthly reporting inventories at
An Employee Position Bond requires a
all outside locations, paying particular at
schedule
of employees by occupation if a
tention to exact address since insurance is
blanket
bond
covering all employees. Indi
covered by location. This policy carries a
limit for each location, as well as an over vidual bond coverage necessitates indi
all limit, and should be watched carefully vidual application, and the only accounting
to see that limits are sufficient.
problem involved is in the determination
Group Insurance in a Company plan re of the amount to be covered, based on the
quires a very detailed record, usually set amount of money handled or the respon
ting up an individual record for each em
ployee showing name, address, age, effective sibility of the position involved.
One of the most important responsibili
date of insurance, and amount and type
of coverage. Periodic reports are made to ties of the accountant is the preparation
management from this record. The same of figures of a claim in the event of a loss.
sort of record is kept when the Group In
surance is carried with an insurance com Claims for losses are dependent on the loss
pany on what is called “Simplified Account schedule made up by the accountant. In the
ing.” In this case reports of amount and event of a loss, a claim is prepared showing
kind of coverage are made monthly to the the loss as determined by the cost records
insurance company, and premiums are of the company and any other available
figured at a rate set up at the beginning
of the policy year. Each year an age dis information. Losses are generally based on
tribution is required by the insurance com replacement value less depreciation rather
pany from which the premiums for the than actual cost, which requires more con
renewal is determined.
sideration than simply taking book figures.
Disability Insurance is compulsory in Losses on Burglary or Theft are usually
four States at the present time—New York, settled for the amount claimed since they
New Jersey, California and Rhode Island. are for actual money loss. Automobile losses
In New York and California, this coverage
are substantiated by cost of car if total
may be carried in a voluntary plan or in
loss,
and by repair bills. After the claim
the State plan. Reports under the State
plan and most voluntary plans are simple, is prepared there is usually a conference
using the information as reported for Un between adjusters and management, with
employment Insurance as a basis for pre the accountant sitting in on the discussion.
miums paid. Some private plans have The adjustment may or may not be accord
special report forms for the Insurance car
rier, showing actual number of employees ing to an original claim but something
covered and amount of benefits in force, agreed upon by the adjuster and manage
from which the premiums are figured on ment. All factors must be considered in
rates set up at the beginning of the policy. making up a claim to be sure it reflects the
Compensation Insurance is based on dif actual loss to the company.
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FACTORING
By CHARLES P. YATES

Mr. Charles P. Yates has been affiliated with Wm. Iselin & Co., the oldest
and largest factors, for twenty years, and is assistant treasurer of the company.
He attended New York University, and took special courses at Cornell University
and at the National Institute of Credit. He has had experience in all phases of
factoring. Mr. Yates wrote this paper especially for the Grand Rapids Chapter
of ASWA, and it is a pleasure to publish it in this issue of our magazine.

The factor like the CPA is measured en
tirely by the service he renders to his
clients.
When a business man retains an account
ant he engages far more than a human
calculating machine. He acquires a friend,
confident, advisor, a source of ideas and a
sounding board, a guide and mentor in
planning budgets and projecting campaigns,
a devoted watchman of his debtors and a
word-in-bond to his creditors and investors.
The accountant, on behalf of his client,
constantly seeks right answers, to a host
of vital questions—how can working capital
be put to maximum use, could this client
of mine do a greater volume of business
if cash were more readily available, what
volume is it safe for him to plan on, what
is the most advantageous source of work
ing capital, is the lowest rate necessarily
the least expensive, should he buy or not
buy, should he place commitments or not.
Among many possible answers to these
questions, factoring certainly merits con
sideration as the means of bridging many
gaps and providing a flexible financing, a
credit and accounting service.
Factoring as we know it today started
over 140 years ago in this country when
William Iselin & Company opened its doors
in 1808. While this business was estab
lished primarily to serve foreign merchants
dealing in the United States, Iselin and the
other first line factors today operate almost
entirely as financial service organizations,
rather than as commission merchants. A
first line factor operates solely on the basis
of checking credits and cashing of sales
on a notification basis without recourse.

The objective of all business is profits.
The specific objective of factors is to in
crease the turnover of each client’s work
ing capital safely to enable him to earn
maximum profits without having to share
them with new investors or to encumber
himself with debt. As you know, when a
business factors its receivables it literally
sells its products for cash. First line factors
generally buy 100 per cent of its clients’
net sales and assume the total risk of col
lecting these accounts.
What does it mean to the operation of a
business to be able to turn its accounts
receivable daily into cash; literally to col
lect for its goods the minute they are
shipped, while still being able to extend
normal terms to its customers?
For the business man who has been in
sufficiently capitalized to maintain his cur
rent volume of business it means that he
can now operate comfortably without bor
rowing or raising additional capital. For
the business man who has enough working
capital to maintain his current volume of
business but wishes to take advantage of
his abilities to grow, it means that he can
finance his expansion without going into
debt or sharing his larger profits with
others.
In addition to buying accounts receiv
able for cash the first line factor performs
many other services for its clients. This is
particularly true in the case of unsecured
advances where close cooperation with the
accountant of the client is required. This
occurs when funds required are in amounts
larger than are available from current
sales. In years past all factor’s loans were
6

secured by merchandise collateral, regard have a broader base from which to oper
less of the clients financial statement. Now, ate in determining credit lines. They are
however, it is found to be a great deal trained to find some reason to check an
more practical and less cumbersome to account rather than turn it down inasmuch
make unsecured loans, although there are as their profits along with their client’s
occasions when merchandise loans are still are earned through sales not rejects.
used. Unsecured advances are made after
A factor’s service, contrary to many pos
a thorough study of a client’s budget pro sible misconceptions, is not on an in and
jections. Confidence is the keynote of these out basis but is instead, on the average,
loans since they are frequently made with a long term arrangement. Clients in some
out a maturity date but with the under cases engage the services of a factor for
standing that the client will operate within the service of the credit department alone
the framework of the projected budget or to reduce expenses connected with the
and that the client will consult with the fac keeping of accurate accounting records.
tor in matters of production or shipments However, the vast majority of companies
employing factors do so because of the mul
that would materially affect the budget.
tiple advantages provided by the combi
In setting up an unsecured advance it nation of services rendered by a factor.
is obvious that the factor must have com While all first line factoring contracts fol
plete reliance upon and full cooperation low a general pattern each association
from the client’s accountant.
should be tailor-made to fit the needs of the
When a business man enters into an prospective client. The operation should
association with a first line factor his ac be sufficiently flexible to cope with any fi
counts receivable ledger books are greatly nancial problems that might arise. The
simplified. Naturally, instead of a great credit and collection service should meet
number of individual accounts, only the the needs of the client under consideration.
factor owes him money for goods sold. He Where necessary and at the client’s request
needs no longer be concerned with the cost provision should be made for counseling
in time, money and equipment put into his and advising in budget and merchandising
accounts receivable ledger. There is no fur problems. The vast experience absorbed by
ther need for the handling of customers a factor in dealing with various clients
checks, ageing of receivables, or costly col in a particular trade or industry can be
used in a strictly confidential manner to
lection procedures.
advise clients regarding sales or other prob
Since 100% of a client’s sales are pur lems that might develop during the life of
chased without recourse, the checking of the factoring contract.
credits by the factor is all important. The
One of the most important but perhaps
huge spread of risk permits the factor to
less
apparent gains made possible by a fac
follow a considerably more liberal credit
policy than would be possible for the aver toring agreement lies in the sphere of
age credit department of any individual management and the most profitable utiliza
manufacturer. Again, due to this spread of tion of management’s time. With credit,
risk as well as the volume of business han collection, accounting, and to some degree
dled, a factor may, without comparable financial problems in the hands of the fac
risk, carry outstanding receivables for a tor, management is free to devote a greater
longer period of time and in larger indi amount of time to production, merchandis
vidual amounts than would be possible by ing, and sales efforts which materially en
an individual manufacturer. In essence, hance his opportunity to increase sales and
this means that a manufacturer under a profits. Increasing sales in this period of
factoring arrangement, as opposed to check a rising break-even point is almost a must
ing his own credits, may develop more in some lines of business in order to show
business in border line accounts without a profitable operation.
an accompanying increase in credit expo
Costs of factoring vary with services
sure. It frequently happens that a business rendered. The commission rate for credit,
man in order to avoid credit losses that collection, and accounting services is deter
could jeopardize his business has done so mined in part by the volume of the pros
at the expense of real profits by refusing pective client’s business, the type of cus
credits which a factor could and would tomer sold, terms of sale, and the size of
grant readily and safely in the client’s be the unit of sale. The commission rate is set
half. The factors’ credit men, by the very in line with the cost of these services, were
nature of their business and experience, they to be performed by the client in his
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found to be so adaptable to almost every
field of industry that it now serves greatly
diversified lines of business including the
furniture, shoe, paper and pulp, pottery,
metal trades, electrical appliances, leather,
arts and crafts, plastics and many other
trades.

own office. Interest is charged only for
money which is actually used and for the
exact number of days used plus a reason
able time for collection and clearance of
checks.
Factoring, which was primarily estab
lished to service the textile trade, has been

WHAT'S NEW IN READING
By MARY NOEL BARRON, CPA, Carbondale, Illinois
to make more effective use of physical
equipment; and to prevent waste.
BUSINESS BUDGETING AND CON
TROL will be of help to business executives
upon whom falls the ultimate responsibil
ity for planning and control; to account
ants who largely direct the budgeting and
control procedure; and to all those whose
training and experience are being directed
to better management.

BUSINESS BUDGETING AND CON
TROL by J. Brooks Heckert. (The Ronald
Press, New York 10, N. Y., 546 pages,
Price $5.00.)
This book covers everything from prin
ciples through methods and procedures for
the preparation and operation of budgets
for all types of business both large and
small. Specific problems of budgeting will
vary in concerns of different type, but the
basic purpose, objectives, and methods of
approach are fundamentally the same in
all business and must be observed in all
successful budgeting.
Step by step, the book follows each bud
get through from the time the budget fig
ures are constructed to the time when they
are compared with the actual results, the
variance analysis made, and the budget
reports drawn up. The orderly arrangement
makes everything easy to find and use,
whether your interest is in a whole new
plan or in improving an existing one. Con
sideration is given to the flexibility required
in managing and working under every type
of budget.
This book shows how budgeting as a tool
to management can be used to base action
upon careful, systematic study and re
search; to enlist assistance of the entire
organization in determining the most profit
able course to follow; to serve as a guid
ing principle for declaring business poli
cies; to define clearly the objectives which
CAN be reached through a sensible plan
of action; to relate the activities of busi
ness to the expected general trend of busi
ness conditions; and to direct capital and
effort into the most profitable channels by
means of a balanced and unified program.
Budgeting may also be used by manage
ment to coordinate and correlate effort; to
control operations; to reveal weakness in
organization; to stabilize employment and

*

*

*

MAPI ACCOUNTING MANUAL, compiled
by MAPI Accounting Council (Ma
chinery and Allied Products Institute,
120 South La Salle Street, Chicago 3, Illi
nois, Price $15.00).

The MAPI accounting Manual was writ
ten by financial officers and accounting exec
utives of leading capital goods and indus
trial equipment manufacturers comprising
the MAPI Accounting Council and its Sub
committee on Manual Revision. This manual
is an official Institute publication.
This book uses charts and tables fre
quently to explain modern accounting
theory and practice as applied to capital
goods and industrial equipment industries.
Beginning in Section I with a classification
and description of accounts, it offers au
thoritative coverage of up-to-date account
ing policies and practice accepted by leading
companies.
Section II presents a guide to the con
struction, analysis and interpretation of
financial statements. An important feature
of Section IV on Manufacturing Costs is
the discussion of inventory pricing methods,
including the LIFO and FIFO methods.
Other sections give individual treatment
to Sales Engineering and Administrative
Expenses, Pensions, Internal Control and
Auditing, Profit Planning and Budgeting
and Recognition of Changing Value of the
Dollar.
8

TAX NEWS
By TENNIE C. LEONARD, CPA, Memphis, Tenn.

Years ago when we were sent out to make
one of our first audits and commented not
too tactfully on the dearth of accounting
records, the client suggested that perhaps
what he needed was a clairvoyant, and not
an auditor. Now, what every tax prac
titioner needs is a crystal ball, if he is going
to do any tax planning for his clients. The
big question, of course, is when will there
be a reduction in tax rates, and who will
be the first to receive the benefits?
Many political writers believe there is
better than an even chance that the excess
profits tax will expire on June 30th, as it
will do if not re-enacted; others think there
may be some chance that Chairman Reed’s
bill HR 1 may be passed by Congress.
HR 1 provides for a reduction of taxes on
individual incomes for the second half of
1953. The theatre industry has succeeded
in having public hearings held on a bill
which would exempt theatres from admis
sion taxes; the cigarette manufacturers
have hopes of a graduated tax on “economy
brands” of cigarettes; and distillers are
optimistic about a bill that will permit keep
ing liquor in bonded warehouses for twelve
years without paying taxes, instead of eight
years as at present.
A good, reliable crystal ball would help
a lot!
*
*
*

the creation of an equal partnership in the
Sixty-Niner’s Cafe which they had oper
ated. They continued to operate the cafe as
a partnership and later acquired an apart
ment building which was also operated by
the partnership.
Although the joint net worth of Frances
and Milton increased $120,000 in four years
time, Frances reported income of only
$8,358.16 during that period. The Commis
sioner claimed her taxable income was
$67,114.42. Frances agreed that the Com
missioner was probably right, but objected
to the imposition of 50% fraud penalty on
the grounds that she was an ignorant and
simple-minded person and did not compre
hend the nature of the returns filed in her
name. She further stated that Milton had
prepared and filed her tax returns and that
she had complete confidence in him.
Since Milton had a general reputation
for dishonesty, Frances herself had ac
cused him of trying to abscond with her
funds, the Court could not accept at face
value her claim of childlike faith and trust
in Milton, nor did they accept her plea of
ignorance and lack of astuteness.
A rough computation indicates that after
paying her deficiency, interest, fraud pen
alty and the penalty for underestimating
her tax, Frances will have suffered a re
duction in her net worth of approximately
$42,000. Frances Ambuhl, TC Memo Op.
Docket No. 33032.

In effect, the Tax Court found that
Frances Ambuhl was “dumb like a fox.”
Frances was the daughter of a Pennsyl
vania miner. When she reached the fifth or
sixth grade, her mother took her out of
school so she could go out and do house
work. When she was nineteen she moved
to Cleveland, Ohio, and got a job as a “soda
jerker.” When she was twenty-three she
married Milton Ambuhl whom she divorced
after four years, remarried a year later
and nine years later divorced “absolutely.”
In the divorce proceedings, among other
things, Frances alleged that Milton was
about to abscond with funds belonging to
her and prayed that he be enjoined from
doing so. The decree entered provided for

*

*

*

James N. Driver and Clarence Middleton
were spending the winter in Florida and
like many others so engaged found them
selves a little short of pin money. Their ac
tivities in remedying this situation were
somewhat hampered by the fact that they
were confined in the Florida State Prison,
but their resourcefulness was sufficient to
overcome their restrictions. They decided
to apply to the Collector of Internal Reve
nue at Jacksonville for relief and it must
be admitted that the Collector responded
liberally and promptly.
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Middleton proposed that Driver file an
income tax return showing that sums with
held from Driver’s salary by an imaginary
employer overpaid his tax liability by
$104.68. The return was filed and a refund
check was received by Driver in due course.
Driver deposited his check in the prison
bank and drew a check in the amount of
$40 to pay Middleton for his bright idea.
Driver was convicted of fraud in secur
ing the refund by use of false documents
and Middleton was convicted as an aider
and abetter, since there was agreement be
tween them on the division of the spoils.
James N. Driver v. U. S., 199 Fed (2d) 860.
*

*

Two recent decisions of the Tax Court
have directed attention to a loophole in
a section of the tax laws that was designed
solely to close loopholes. Section 24 deals
with non-deductible items, such as losses
from sales by one taxpayer to a related tax
payer, or accrual of expense by one tax
payer reporting on the accrual basis when
the related recipient is on the cash receipts
basis and does not report the income until
received.
In the case of John A. Snively, 20 TC—
No. 18, where a corporation sold its assets
to a trust the beneficiaries of which were
the stockholders, the Commissioner denied
the loss as non-deductible under Section
24 (b). The Court disagreed.
In the case of Lexmont Corporation,
20 TC—No. 22, a corporation accrued and
deducted interest on sums owing to a trust
that owned all of the corporation’s stock.
The Commissioner claimed the interest
was non-deductible under Section 24 (b)
and again the Court pointed out that a trust
is not an individual, within the meaning
of Section 24 (b) (1) (B) .
Until Congress gets around to amending
Section 24 to take care of this particular
loophole, it appears that trusts on the cash
receipts basis of reporting income offer tax
avoidance opportunities.

*

Sometimes in the past this section has
pointed out that decisions of the Tax Court
follow trends, as when the deluge of fam
ily partnership cases a few years ago was
followed by fraud cases in even larger num
bers. This year another type of case is ap
pearing in unprecedented frequency. Ap
parently the Tax Court adopted a resolution
sometime in 1952 that they would hear
cases involving excess profits tax relief un
der Sections 721 and 722. It has sometimes
seemed that the judges went to considerable
length to avoid hearing 721 and 722 cases
and we cannot say that we blame them,
considering the complexities of the cases,
the length of time necessary to hear one,
and the crowded condition of their dockets.
The results of this new policy, if that is
what it is, are evident in 13 decisions
handed down by the Tax Court in the first
four months of 1953, all based on the relief
sections. Four judges wrote opinions on
two relief cases each and five judges de
cided one case each. Taxpayers were granted
relief in eight of the thirteen cases, ac
cording to our count, although the measure
of relief will probably not be known for
some time since “Decision will be entered
under Rule 50” can mean either much or
little help for the taxpayer. The cases de
cided in 1953 cover excess profits taxes for
the years 1941 to 1945 inclusive, so it can
not be said that there was not ample time
for the preparation of the cases.
If a bill passed by the Senate, S. 984,
and referred to the House of Representa
tives is passed by the House, cases under
Sections 721 and 722 may be reviewed by
the Circuit Court, in which case we may not
have the answers yet.

NOTICE

ASWA - AWSCPA

ANNUAL MEETING
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THE SALVATION OF "LIFO"
By HELEN S. GUTHRIE, CPA, Louisville, Kentucky

Last-in, first-out is a principle of inven
tory valuation established for general use
by a provision of the Revenue Act of 1939.
It permits the taxpayer to price his end
ing inventory at base year costs by constru
ing that the last items purchased or pro
duced were the first ones to be sold. It makes
no claim to coincide with the physical flow
of merchandise; it attempts to match cur
rent costs against current income.
Thus, the investment in inventory re
mains at relatively fixed values, and no
increase in profit is brought about through
the reflection of an increase in prices as
signed to closing inventories over the prices
in existence at the beginning of the year.
Lifo seeks to “offset the economic effect of
forces beyond the control of management,
such as price movements, and recognizes
that to the extent an investment in inven
tory is required, the value assigned to this
investment should not be allowed to fluctu
ate and thereby affect profits for the oneyear intervals within a business cycle.”* The
proponents of Lifo feel that this stability,
if widely used, might tend to stabilize busi
ness profits generally and thus be of real
benefit to the social and economic structure.
Those companies who did not adopt Lifo
at lower price levels are at a distinct dis
*

advantage with those who did adopt it at
such lower levels. This inequity arises from
a provision in the law which establishes
the beginning cost at date of adoption as
a “floor” for future years in the calcula
tion of the inventory investment for tax
purposes.
This inequity can be reduced to the ex
tent future prices decline through an
amendment to the Lifo provisions recently
introduced in the House of Representatives.
This would permit taxpayers on Lifo to
value inventories at the lower of Lifo cost
or market. The proposed bill would enable
the taxpayer to charge income to the ex
tent necessary to reduce inventory values
to market. Thus, inventories of the same
quantity could never be valued at higher
than the Lifo cost, but could be lower if
replacement prices decline.
The adoption of this amendment would
facilitate a more widespread use of Lifo.
And the broad use of last-in, first-out is a
preventive measure against inflation of
profits from excessive inventory valuation.
“Its use should be encouraged in the fur
therance of conservative accounting.” *

* From “A Practical Method of Keeping In
flation Out of Inventory Valuation,” by H. T.
McAnly.
*

*

STATE LEGISLATION
educational requirements no later than two
months from first day of month following
month of examination . . . official certifica
tion of exam results will be withheld until
after completion of educational require
ments.
Georgia H.B. 59—prohibits municipali
ties or counties from levying any license,
occupation or professional tax upon cer
tain practitioners, including public account
ing practitioners, except at location of prin
cipal office . . . further prohibits counties
from levying such tax if principal office
is located within a municipality.
Tennessee S.B. 180—permits Department
of Audit to accept annual county audits
made by CPA in lieu of required audit.
(From AIA Newsletter—April 1953)

During 1953, legislatures of 44 states,
Alaska and Hawaii meet in regular session.
To date, 55 bills of interest to CPA’s have
been introduced in 25 states and Alaska.
Four of these have been enacted into law:
Iowa S.B. 40—defines practice of ac
countancy . . . permits certification of in
surance under accountancy liability policy
for $5000 or more in lieu of $5000 bond . . .
provides that violation of statutory provi
sions may result in restraint by permanent
injunction.
Oregon S.B. 271—authorizes state boards
or commissions to waive educational re
quirements for examination in case of stu
dents who expect to enter military service
within six months from exam date and be
fore date of next exam, and who will meet
11

AWSCPA NEWS
NEW MEMBERS:

California Society of CPA’s and San Fran
cisco Chapter ASWA. Studied at Golden
Gate College.
Marvis Mae Mulliken, 712 W. Diversey,
Chicago 14, Illinois, with Inland Steel Com
pany, 38 South Dearborn St., Chicago, Illi
nois. Studied at University of Wisconsin.
Thelma Ormesher, 645 South 17th St.,
Lincoln, Nebraska, with Martin and Mar
tin, 508 First National Bank Bldg., Lincoln,
Nebraska. Member of Nebraska Society of
CPA’s. Studied at University of Nebraska.
Louise M. Parker, 4825 63rd St., San
Diego 15, Calif., with Everts and Esenoff
CPA’s, 727 First National Bank Bldg., San
Diego, Calif. Studied at Balboa University
and San Diego State College.
Lyla F. Soule, 830 Barr Avenue, San
Diego 3, Calif., with McCracken & Malick,
7856 Ivanhoe Ave., LaJolla, Calif. Member
of San Diego Chapter ASWA. Studied at
Great Falls College and Balboa University.
Eva Lou Tews, Box 233, Carmel, Indiana,
with Carter, Kirlin & Merrill CPA’s, Peo
ples Bank Bldg., Indianapolis, Indiana.
Member of Indiana Assn. of CPA’s, Ameri
can Institute of Accts., and Indianapolis
Chapter ASWA. Studied at Butler Univer
sity.
Alice M. Ward, 518 W. Monte Way, Phoe
nix, Arizona, with L. N. Treadaway & Asso
ciates, 216 Luhrs Bldg., Phoenix, Arizona.
Member of Arizona State Chapter of CPA’s
and American Institute of Accts. Studied
at La Salle Extension University.

Julia C. Hint Boyd, 3009 Waynoka Cove,
Memphis, Tenn., with the University of
Tennessee, Extension Division, Memphis,
Tenn. Member of American Accounting
Assn. and Tenn. Society of CPA’s. Studied
at Elmira College, University of Tennes
see, Syracuse University.
Virginia M. Brandmaier, 72-61 113th St.,
Forest Hills 75, New York, with Arthur
Young & Co., 165 Broadway, New York
City. Member of New York State Society
of CPA’s and American Institute of Ac
countants. Studied at Columbia University.
Mary Edith Burnet, 6019 Oakwood Ave
nue, Cincinnati 24, Ohio, with Trailmobile,
Inc., 31st and Robertson Ave., Cincinnati 9,
Ohio. Member of Ohio Society of CPA’s
and Cincinnati Chapter ASWA. Studied at
University of Cincinnati.
Catherine M. Byrne, 289 Stanhope St.,
Brooklyn 37, New York, with Arthur Young
& Company, 165 Broadway, New York 6,
New York. Studied at St. John’s University.
Velma B. Davis, 101 West 39th St., Kan
sas City 11, Mo., with Arthur Young & Co.,
21 West 10th St., Kansas City 5, Mo. Mem
ber of Missouri Society of CPA’s, Kansas
City Chapter ASWA, Women’s Chamber of
Commerce, Business and Professional
Women.
Elizabeth Taylor Evans, 2153 California
St. NW, Washington 8, D. C. Member of
American Accounting Assn., and Amer
ican Assn. of University Professors. Stud
ied at University of Maine, Northwest
ern and Columbia Universities.
Jean Holt, 4107 Wynona, Houston 17,
Texas. Self employed. Member of Texas So
ciety of CPA’s and American Institute of
Accountants. Studied at Our Lady of the
Lake, St. Mary’s University, University of
Texas and University of Houston.
Marjorie Jungquist, 1224 Oak Grove Ave
nue, San Marino 9, Calif., with Price Water
house & Co., Los Angeles, Calif. Member of
Los Angeles Chapter ASWA. Studied at
Vassar College, University of Southern
California.
Elfreda J. Menzel, 16 Pino Avenue, San
Francisco, Calif. Self employed. Member of

Other Items of Interest:
Beth Thompson has been elected Vice
President of the Dade County chapter of
the Florida Institute of CPA’s. Dorothea
Watson was elected Treasurer of the Okla
homa City Chapter of the Oklahoma Society
of CPA’s. Corinne Childs is beginning her
fourth term as Secretary-Treasurer of the
Oklahoma Society of CPA’s. Thelma Bohne
has been made a partner in her firm, Frank
& Wegmann, CPA’s.

*

*

*

Many men are able to make a place in
the sun for themselves because they are a
shade better than the next fellow.
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COAST-TO-COAST
By MARY C. TONNA, CPA, San Francisco, Calif.
Atlanta: Mr. George Brown, of the System Division of the Retail Credit Company,
spoke on “Work Simplification.” Mr. Thomas I. Smith, Vice-President of Lander Motors,
Inc., spoke on “Opportunity for Public Relations.” Buffalo: Rita MacDonald Welly,
Assistant Secretary and Treasurer of the S. C. Parker Co., chose “Investments” as a
topic. Mrs. Kenneth G. Riexinger, case supervisor with the Department of Social Wel
fare, chose the controversial “Taft-Hartley Law” for discussion. Chicago: Troy A.
Chapin, Jr., spoke on “Office Forms and Procedures.” “Federal Labor Laws,
Yesterday and Today” was the topic chosen by labor lawyer Eleanor Y.
Guthrie. Helen McGillicuddy was honored to receive an invitation to at
tend a dinner given for T. Coleman Andrews, Commissioner of Internal Rev
enue.
The Scholarship committee has selected this year’s recipients.
Cin
cinnati: Mrs. Norma E. Hinds, Systems Consultant with the Globe-Wernicke Co., spoke
on “Records management for the Accountant.” Wilma Loichinger, Treasurer of the
Cincinnati Chapter of the National Assn. of Cost Accountants, attended their conven
tion in Toledo. Cleveland: “Wills, Trusts and Death Taxes” was the topic chosen by
James B. Danaher, General Referee in the Probate Court. Mr. Parker Williams of the
Bureau of Internal Revenue spoke on “Internal Revenue—“What It Is and What It
Does.” New Member: Connie M. Radcliffe. Elva Simon is now a C.P.A. Cleveland Chap
ter was hostess at the Federation of Women’s Clubs banquet. Ednah Jurey gave a panel
talk before the Professional Women’s Club on opportunities for women. Columbus:
Paul Noble, C.P.A. and Ohio State Accounting Professor, chose “Making Systems
Work” for a topic. “Personal Property Taxes” was discussed by Addison Dewey, Chief
of the Legal Section, State Tax Division. Nathaniel Looker of the U. S. Internal Reve
nue Department spoke on “Reorganization of the Internal Revenue Department.”
New members: Wilma Weirick, Dolores H. Lindenbolt and Opal Rollins. Denver: Cap
tain Mary P. Converse, only woman to hold a commercial license in the United States
Merchant Marine, spoke about the choice of a profession at age 65. The Honorable C. E.
Kettering, Executive Vice President of the International Trust Company, spoke on
“Wills and Estates.” Cleo Burgess was the recipient of a $20 bill for an idea for im
proving rental receipt records. Detroit: “Opportunities for Women in Accounting”
was the topic chosen by Helen F. McGillicuddy, president of AWSCPA. Dr. Herbert
E. Miller, Accounting Professor at the University of Michigan, spoke on “Account
ing Theory—Affects and Effects.” Sonia Mae Gordon has been elected an Associate
member of the American Institute of Management. District of Columbia: Mr. Earle
C. King, Chief Accountant of the U. S. Securities and Exchange Commission, chose
“The Accounting Profession and the Investor.” Member Julia B. Hopkins chose “Pre
senting Cases Before the Tax Court.” Mrs. Hopkins is both a CPA and an attorney.
New members: Margaret R. Callahan and Ethel Glick. Pauline Graff and Elizabeth
Rodkey passed the CPA examination. Grand Rapids: “Department Store Accounting”
was W. S. Martens’ subject, manager of customer relations division of Wurzburg’s.
Holland: Mr. Arnold Hertel of the Hertel Insurance Agency spoke on “Compensation
and Public Liability Insurance.” Indianapolis: Mr. E. G. Mauck chose “Management
Development Program” for his topic. “Gross Income Tax” for Indiana was the topic
chosen by Elmer F. Marchino, attorney. Kansas City: Mrs. Thelma K. Cisel, Attorney
in the Probate Court in Kansas City, chose “Testamentary Dispositions.” Dean Leon
ard Axe, Dean of the School of Business, University of Kansas, was guest speaker at
a special meeting on the campus at Lawrence, Kansas. New members: Helen Jones,
Josephine Dahlin, Ella Hickey, Eleanora Martin, Marguerite Hunter, and former Seat
tle Chapter member Eunice Chappel. Lansing: Gerald W. Byrne, Personnel Director
of Reb Motors, Inc., chose “Personnel” as his topic. “The Relations Between the C.P.A.
and his clients” was discussed by Wayne Garlock CPA. Members are busy planning
an “Activities Day.” Long Beach: A panel discussion with Maybelle Meyers, Virginia
Youngquist, Dean Stuart, Estelle Cannon and June Freshour chose “Personnel Prob
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lems,” “Community Property,” “Women Accountants and Civil Service,” “Gift Taxes,”
“Cycle Billing” as topics. Los Angeles: Mr. Harry F. Smith, Assistant Manager of
the Los Angeles Division of the RFC, chose “Know Your Government.” Charles C. Co
bun, CPA, of the State Board of Accountancy, chose “Greater Recognition of the Ac
counting Profession through better Public Relations.” New members: Edith B. Gross,
Dorathy A. Allison, Edith E. Eichell and Maxine K. Reams. Louisville: Executive Sec
retary of the Kentucky Society of CPA’s, Stollings DeJournett spoke on “Public Re
lations.” “Cost Accounting” was the topic chosen by Arthur L. Goreham, Accountant
with Reynolds Metals Company. New members: Genevieve Hayden, Lily M. Eyles
and Madge C. Lepping. Letha Marven spoke before the Women’s Assn. of Allied Bev
erage Industries. “Mechanical aids to Accounting” will feature sessions by
Remington-Rand and Underwood Corp. Marianna Brown attended the Tax Con
ference at the Roney Plaza in Miami, Florida. Muskegon: “Factoring and its ap
plication to modern business” was the topic chosen by D. G. Stites, Accounting
supervisor of Wm. Iselin & Co., Inc. Grace A. Dimmer CPA, Past National Presi
dent of ASWA spoke on “C.P.A. Certificates as a Woman’s Goal.” Muskegon Senior
High School students have formed a Future Accountants of America group. New mem
bers : Esther P. Benedick and Sara L. Moyes. Station WKBZ had an ASWA program
complete with script. New York: Miss Frances Wahl of KLM Dutch Airlines spoke on
“Some Features of Airline Accounting.” Dr. Miriam T. Rooney, Dean of Studies, Seton
Hall University School of Law spoke at the annual public relations dinner. Mr. Joseph
S. Herbert CPA spoke on “Relationship existing between The CPA and Credit Grantor
in the Textile Trades.” New members: Gertrude M. Burns, Dorothy M. Allen, Ethel
dreda Collier, Carroll F. Koppel and Pauline M. Weitz. Oakland: Walter A. Rubin,
Treasurer for the Berkeley Bank for Cooperatives spoke on “Farm Credit Loans.”
Adrian Thiel attorney with Thiel, Sassone and Howard, spoke on “One Dozen Common
Legal Fallacies.” New member: Aileen E. Thurston. Philadelphia: Dr. Mabel L.
Walker, Executive Director of the Tax Institute, was guest speaker at the Annual
dinner meeting. New members: Mary R. Dougherty and Frances M. Riehle. Pitts
burgh: Anthony Reklis, District Manager of the International Accountants Society,
Inc., was a recent speaker. Dr. Hugh Winston chose “What Management Expects of
Accountants.” Mr. R. R. Burns, Manager of Sales of the Dumas Steel Corporation
chose “Fundamental Economics of Free Enterprise.” Portland: Chapter Number 35
is on its way. The women Accountants in Portland have been organized and applied
for a charter. Richmond: Richmond Chapter entertained nine members of the Wash
ington, D. C., chapter. Elinor Hill, CPA, Vice President of AWSCPA spoke on “Your
Role in Public Relations.” San Diego: John McQuilken, City Auditor and Comptroller
spoke on “Municipal Finance.” Elise Lambert is planning a five week study group on
Business Law. New member: Faye Hoy. President Adelaide Davis leaves for Wash
ington State and will be succeeded by Violet Lince. San Francisco: “Women’s Prop
erty Rights” was the topic chosen by Attorney Katharine Hanrahan. Frederick A.
Breier, News Analyst, Economist, and Educator Spoke on The “I.O.U. in Your Dollar.”
New member: Marjorie P. Truitt. Seattle: Leslie Darbyshire of the University of
Washington’s Accounting Department spoke on “Accountant’s Reports for Manage
ment.” A joint meeting with the National Secretarys Association was held with Irene
Nelson and Marguerite Gibb as speakers. New members: Dois Lehman, Bertha Goltz,
Flo Lockwood, Ebba M. Peterson and Myrtie Grindrod. Spokane: “Inflation in China”
was the topic of J. Paul Snyder, Business Manager of Whitworth College. Judge
Keith Campbell spoke on “Function of Spokane County Traffic Court.” Syracuse: Don
ald Klump, Sr. Accounting Machine Salesman for the National Cash Register Co.,
spoke on “Evolution of Machine Accounting on Payrolls.” “Hotel Accounting Pro
cedure” was the topic of Frank Hallett, Comptroller of the Hotel Syracuse. Members
were invited by NACA to tour the Onondaga Pottery Co. Terre Haute: Dr. Melvin S.
Heller of the United States Penitentiary was a guest speaker. Member Harriet R.
Hahn, CPA, spoke on “Taxes” recently. Roy Hunter of Indiana State Teachers College
spoke to the study group on “Commercial Law.” Toledo: Mr. E. H. Geithman with the
Ohio Department of taxation spoke on “Sales and Use Tax.” Dr. Sidney M. Robbins,
Professor of Finance at the University of Toledo spoke on “The Corporation—Old
and New.” Ann Elliott spoke on “Making our Accounting information useful” before
the study group. New members: Madge Baker, Evelyn Freeman, Laura Wineland, Mary
Ella Walter and Gladys Arno.
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Following is an interim report on the AWSCPA Award to ASWA Chapters for
their activities. Figures are as of March, 1953:

Mbrshp.
In
crease
Sec. 6

Cleveland
Grand Rapids
Dist. of Columbia
Muskegon
Los Angeles
Atlanta
Holland
Columbus
Kansas City
Toledo
New York
Richmond
Chicago
Cincinnati
San Francisco
Detroit
Louisville
San Diego
Oakland
Terre Haute
Syracuse
Houston
Spokane
Lansing
Long Beach
Seattle
Denver
Buffalo
Des Moines
Philadelphia
Pittsburgh

128
245
250
97
37
181
120

21
58

134
72
90
17
135
79
28
44
38
30
25

Atten
dance
Sec. 7

Publi
city
Sec. 8

299
427
369
523
386
395
492
357
402
426
338
461
347
399
266
296
446
439
443
497
441
254
300
537
261
328
376
449
448
316
296

600
600
465
450
600
450
445
360
245
555
385
240
235
470
440
270
380
245
250
300
200
435
505
145
365
145
170
165
115
175
175

Contr.
Spec.
to
Meet
ings WOMAN Budgets Activi
CPA
Reports ties
& Educ.
Sec. 9
Sec. 10
Sec. 11 Sec. 12 TOTAL

700
585
900
585
920
585
600
600
535
435
425
600
750
550
585
350
350
450
350
300
300
400
300
400
400
500
400
350
350
435
300
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200
25
100
10
200
50
100
200

400

200

425
425
375
450
475
425
400
475
450
375
425
475
400
350
425
350
325
375
425
250
375
275
350
350
350
300
375
250
225
250
300

1160
610
190
325
25
260
345
160
125
215

50

50
90
100
50
50
50
175
40

55
75
50

3512
2672
2644
2583
2513
2362
2335
2233
2077
2006
1973
1847
1790
1769
1766
1690
1673
1649
1535
1532
1491
1483
1483
1432
1420
1366
1351
1314
1188
1176
1071
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